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The  Legislative  Audit  Conuiiittee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Legislative 
Council  for  the  year  ended  June  30,  1981. 

The  audit  was  conducted  by  Hugh  McWhorter,  CPA,  under  a  contract 
between  the  firm  and  our  office.   The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

James  H.  Gillett,  CPA 
Acting  Legislative  Auditor 
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LEGISLATIVE  COUNCIL 
Summary  of  Recommendat i on s 


RECOMMENDATION: 

When  the  Legislature  legislates  that  sales  prices  of  publications 
are  to  be  established  based  upon  the  costs  of  publication,  cost 
should  be  defined. 

RESPONSE: 

Agree. 

RECOMMENDATION: 

Reflect  amounts  due  on  credit  sales  of  publications  as  assets  v;ithin 
SBAS. 

RESPONSE: 

Attempt  to  be  made  to  do  this,  at  least  annually. 

RECOMMENDATION: 

Adjust  PAMS  to  include  fixed  assets  reflected  in  financial  statements 
at  June  30,  198I  but  not  in  PAMS. 

RESPONSE: 

Department  of  Administration  should  issue  guidelines  for  including 
all  assets  of  an  agency  on  PAMS. 


RECOMMENDATION: 

Assess  payroll  taxes  and  withhold  Federal  and  State  taxes  on  Legislator 
"salaries"  received  pursuant  to  M.C.A.   5-2-302. 


RESPONSE 


Confident  that  each  of  the  permanent  Legislative  Comniittees  will 
discuss  and  give  staff  direction.   Advice  to  be  sought  from  Central 
Payrol 1 . 


(2) 


f 


HUGH  A.  McWHORTKK 

CERTIFIED   PUBLIC  ACCOUNTANT 

L'lo.t  (.01 1)  111  ^11  \\i:. 

111:1  K\\.  MOM  \N  \    I'K.dl 


INSTITUTE   OF  CERT 
V   SOCIETY    OF   CERTI 


lED  Public  accou 
ED  Public  Accour 


Phone  406/443- 1  46  1 


Legislative  Audit  Committee 
State  Capitol 
He  lena  ,  Montana 


I  have  examined  the  financial  statements  of  the  various  funds  and  the 
General  Fixed  Asset  Group  of  Accounts  of  The  Legislative  Council  for 
the  year  ended  June  30,  I98I,  listed  in  the  foregoing  Table  of  Contents. 
My  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  I  considered  necessary  in  the 
c  i  rcumstances . 

In  my  opinion,  the  accompanying  financial  statements  present  fairly 
the  financial  position  of  the  General  Fund  and  Special  Revenue  Funds, 
the  Revolving  Fund  and  the  General  Fixed  Asset  Group  of  Accounts  of 
the  Office  of  The  Legislative  Council  as  of  June  30,  I98I,  and  the 
results  of  operations  of  the  General  Fund,  Special  Revenue  Funds  and 
the  results  of  operations  and  changes  in  financial  position  of  the 
Revolving  Fund  for  the  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  which,  with  Lhc  exception  of  the  changes, 
with  which  I  concur,  in  giving  effect  to  receivables  and  inventories 
at  June  30,  I98O  and  I98I  and  recognition  of  unrecorded  fixed  assets, 
have  been  applied  on  a  basis  consistent  with  that  of  the  preceeding 
year . 

My  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the 

basic  financial  statements  taken  as  a  whole.   The  supplementary  information 

appearing  on  pages   12   to   15   and  the  column  on  the  accompanying  balance 

sheet  captioned  "Total  -  Memorandum  Only"  are  presented  for  purposes 

of  additional  analysis  and  are  not  a  required  part  of  the  basic  financial 

statements.   Such  information  has  been  subjected  to  the  auditing  procedures 

applied  in  the  examination  of  the  basic  financial  statements  and,  in 

my  opinion,  is  fairly  stated  in  all  material  respects  in  relationship 

to  the  basic  financial  statements  taken  as  a  whole. 


\Vv\  V.  A.  Mk]  K^-1 


October  2,  198I 
Helena,  Montana 
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ASSETS 


LEGISLATIVE  COUNCIL 

Combined  Balance  Sheet 
June  30,  1 98 1 

Special  General  Fixed    Totals 

General   Revenue   Revolving   Assets-Group   (Memorandum 
Fund     Funds     Fund     of  Accounts      Only) 


$426, 92i)' 

$    260 
$  26,^38 


$  79,902 

$1^8,102 

$112,115 

58,082       $  58,082 

$204,337  $   --   $589,404   $  58,082      $851,823 


Cash 

$ 



$   - 

-   $426 

,924 

$ 

Expense  Advances 

to  Employees 

$ 

260 

$   - 

-   $   - 

-- 

$ 

Accounts  Receivable 

$ 

-- 

$   - 

-   $  26 

,438 

$ 

Due  for  State  of 

Montana  General 

Fund 

$  79 

,902 

$   - 

-   $   - 

-- 

$ 

Merchandise  Inventory 

$  12 

,060 

$   - 

-   $136, 

,042 

$ 

Work- in-Process 

$112, 

,115 

$   - 

$   - 

-- 

$ 

Equ  ipment 

$ 

-- 

$   - 

-   $   - 

-- 

$ 

LIABILITIES,  RESERVES 
AND  FUND  BALANCE 


Accounts  Payable 
Accrued  Expenditures 
Reserve  for 

$  64 
$  15 

,562 
,600 

$ 
$ 

1 nventor  ies 
Reserve  for  Work- 

$  12: 

,060 

$ 

in-process 
Investment  in  General 

Fixed  Assets 
Fund  Balance 

$112. 

$   - 
$   - 

,115 

$ 

$ 
$ 

$     23 
$     41 

$   - 
$   -- 

$   -- 

$   - 

$   -- 

$   -- 

$   -- 
$589,340 

$  58,082 
$   -- 

$589,404 

$  58,082 

$  64,585 
$  15,641 

$  12,060 

$112,115 

$  58,082 
$589,340 


$204,337  $   --   $589,404   $58,082       $851,823 


The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of 
this  financial  statement. 
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LEGISLATIVE   C0UNCI1 


(Hemorandum  Only) 


Total  Revenues 
EXPENDITURES: 

EXCESS  OF  CURRENT  REVENUE 
DVER  (UNDER)  I 
EXPENDITURES 

OTHER  FINANCING  SOURCES: 

Support  from  Renewab 
Resource  BPIC  Fund 


EXCESS  OF  REVENUES  AND 
OTHER  FINANCING  SOURCES 
OVER  (UNDER)  EXPENDITURES 


FUNO  BALANCE  JULY  \ ,    1 
FUND  BALANCE  JUNE  30, 


3,648     S         3.E)''8 


S         3,6't8     $        3.6't9     S 


}.tM     S  ?.6'^8     S 


S  3.6i<8     S  i.i 


S2. 187. 770      S. ,920.736     S     267.03'.      S        31,215     S        10.808     S     20.'.07  $2. 218.585     Sl.931.5'-'.     S     287.' 


52.187,770     SI  .920,736     5     267,03''      S 


S       -  s        --  S2. 137.770     SI  .920.736     S     267.03'- 

,85     S         3.609     S        1.276  S  ''.885     S  3.609     $  1.276 

,82      S         3.551      S      19.131  S        22.682     S  3,55'      5        19.13' 


52 

187 

770 

1.920.736 

S        --              S        -- 

s      --           S      -- 

5        --              S        -■ 

S     267.03*      5        27.567     5         7.160     S     20.1,07  S2,215.3J7     51.327.8%     5     287.'.'ll 


1 
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LEGISLATIVE  COUNCIL 

Statement  of  Revenues,  Expenses,  and  Changes  In 

Retained  Earnings/Fund  Balance  --  All  Proprietary  Funds 

Fiscal  Year  Ended  June  30,  I98I 


Montana 

Code 

Annotated 


Revenues : 


Publ i  cat  ion  Sales 

Outside  Parties  $  313,996 

Other  State  of  Montana 

Agencies  $   3^1, 2^43 


Other  Expenses 


Total  Revenues  $  3^8,239 


Cost  of  Publications  Sold: 

Beginning  Merchandise  Inventory  $  353,689 

Contracted  Services  $  5k,B]5> 

Supplies  and  Materials  $  1,026 

Communications  $  lA,96^ 


Cost  of  Goods  Available  for  Sale  $  A2A,^9^ 

Ending  Merchandise  Inventory  $  136,0^42 

Cost  of  Publications  Sold  $  288,^52 


Gross  Profit  $   59,787 


Travel  $     29'* 

Equ  i  pment  $      1  1 


Total  Other  Expenses  $     305 

Net  Income  $   59,^482 

Retained  Earnings   -  Fund  Balance  July  1,  1 98O         $  529,858 


Retained  Earnings  -  Fund  Balance  -June  30,  198I         $  589,3^0 


The  accompanying  Notes  to  Financial  Statements  are  an  integral  part  of 
this  statement. 
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LEGISLATIVE  COUNCIL 
Statement  of  Changes  In  Financial  Position 
Fiscal  Year  Ended  June  30,  I98I 

SOURCES  OF  WORKING  CAPITAL 

Operat  ions : 

Net  Income  5  55  Zj82 

Working  Capital  Provided  by  Operations  $  59,'<82 

Total  Sources  of  Working  Capital  $  59  /)82 

USES  OF  WORKING  CAPITAL 

Net  Increase  in  Working  Capital  $  59  l^Qz 


$^26,92/* 
$  26,i)38 
$136,0^42 
$589, 'lOA 

$271 .921 
$   1,201 
$353,689 
$626,811 

$     23 
$     h] 
$     Sk 

$   - 
$  96,953 
$  96,953 

$589,3'*0 

$529,858 

ELEMENTS  OF  NET  INCREASE  (DECREASE) 
IN  WORKING  CAPITAL 

I  ncrease 
June  30,  1981    June  30,  1 98O    (Decrease) 

Cash  $^26, 92^  $271,921  $155,003 

Accounts  Receivable  $  26,^38  $   1,201  $  25,237 

Merchandise  Inventory  $136,0^2  $353,689  (217!6'47) 
Total  Current  Assets 

Accounts  Payable  $     23        $   --        $    (23) 

Accrued  Expenditures        ^^ k]  $  96,953      $  96  912 

Total  Current  Liabilities   ^^ 


Working  Capital  $589,3'<0       $529,858      $  59,^482 


The  accompanying  Notes  to  Financial  Statements  are  an  integral  part  of 
this  financial  statement- 
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LEGISLATIVE  COUNCIL 

Notes  To  Financial  Statements 

Year  Ended  June  30,  I98I 

( 1 )   General  Information  and  Summary  of  Significant  Accounting  Principles. 

The  Legislative  Council  serves  the  Legislature  of  Montana  as  a 
research  and  service  organization.   It  coordinates  studies  and 
other  projects  between  legislative  sessions  and  assists  in  the 
drafting  of  legislative  bills  preliminary  to  and  during  legislative 
sess  ions. 

With  the  exception  of  the  revolving  fund,  the  financial  statements 
have  been  prepared  on  the  modified  accrual  basis  of  accounting. 
Under  this  method  of  accounting  employees  vested  annual  and  sick  leave 
are  not  recognized  within  the  accounts  of  The  Council  until  the 
related  expenditure  is  incurred. 

The  revolving  fund  accounts  have  been  prepared  on  the  accrual  basis 
of  accounting  with  inventories  being  held  for  resale  and  receivables 
arising  from  sales  and  payables  all  being  recognized  in  the  financial 
statements.   Inventories  are  valued  on  the  specific  cost  identification 
method.   To  the  extent  that  inventories  exist  where  costs  exceed 
sales  prices,  these  inventories  are  valued  at  sales  prices. 

The  financial  statements  of  The  Legislative  Council  have  been 
prepared  from  the  Statewide  Budgeting  and  Accounting  System  (SBAS) 
and  the  Property  Accountability  and  Management  System  (PAMS)  with 
the  following  adjustments: 

General  and  Special  Revenue  Fund 

Account  Descr  i  pt  ion  Amount 

Work  In  Process   To  give  recognition  to  costs 

incurred  relative  to  the  future 

publication  of  the  Constitutional 

Convent  ion  $112,115 

Revolving  Fund 

Receivables      To  give  recognition  to  receivables 
associated  with  credit  sales  still 
outstanding  at  June  30,  I98I. 
(Receivables  aggregating  $1,201 
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were  outstanding  at  June  30,  I98O. 

Accordingly  publication  sale  revenue 

has  been  increased  $2/4,988.)  $  26,l89 

Inventories    To  give  recognition  to  inventories 
in  existence  at  June  30,  I98I.   The 
effects  of  inventories  at  June  30, 
1980  are    disclosed  in  the  face  of 
the  Statement  of  Revenues,  Expenses 
and  Changes  In  Retained  Earnings/Fund 
Balance.  $136,0^2 

General  Fixed  Asset  Group  of  Accounts 

Equipment      To  give  recognition  to  fixed  assets 

owned  but  not  reflected  in  PAMS         $  25,^10 

(2)  Appropr  iat  ions . 

Appropriations  reflected  in  the  budget  column  of  The  Statement 
of  Revenues,  Expenditures  and  Changes  In  Fund  Balances  represent 
the  sum  of  unexpended  appropr i at  ions  ,carr ied  forward  from  June 
30,  1980,  and  applicable  current  year  appropriations. 

The  Council  utilizes  for  the  most  part  a  fixed  basis  of  budgeting. 
Under  the  fixed  method,  appropriations  for  specific  dollar  amounts 
are  set  for  each  fiscal  year  of  a  biennium  by  the  Legislature. 
Appropriations  control  the  Council's  financial  operations  during 
each  fiscal  year.   At  the  end  of  each  year,  the  remaining  appropriation 
balance  reverts  to  the  fund  of  original  appropriation.   The  reverted 
appropriation  may  be  used  in  the  subsequent  year  as  authorization 
for  valid  prior  year  obligations. 

(3)  General  Fixed  Assets. 


General  fixed  assets  are  recorded  as  expenditures  in  the  various 
funds  at  the  time  of  purchase.    Such  assets  are  subsequently  capita- 
lized within  the  general  fixed  asset  group  of  accounts.   Depreciation 
is  not  recorded  on  general  fixed  assets. 

(^4)   Ret  i  rement  PI  ans. 

Full  time  employees  of  The  Council  participate  in  the  State  of 
Montana's  Public  Employee's  Retirement  System.   Employees  contribute 
G%   of  compensation  to  the  plan  and  the  State  contributes  6.2/.   It 
is  impractical  to  separately  disclose  actuarial  information  for 
The  Counc  i 1 . 
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(5)   Schedule  for  Grant  Income  and  Disbursements. 

Fiscal  Year  19^ 


Grantor  I ncome     Pi  sbursements 

National  Conference  of 

State  Legislatures         $3,6^8         $3,6^8 
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LEGISLATIVE  COUNCIL 


Supplementary  informat 
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Total  Operal 

ng  Exp. 

i     hiS.Oll 

Capitol  Item 
Equipment 

S   9.S30 

Total  Support 
Expenditures 

M .382.975 

gislati.e 


S       -•  S27.820 

sio.its     S2;.6jo 

I   9.8251      (27.920) 


(       ikil)      $ 


184. U6  54.85! 

:38.lil])  ('.eS] 

;45.72J)  (        9 


S26.3i6  St. 885 

(  8.8921        (3,6091 
(W.*")        (1.276) 


522.682  S   --       SI53.096 

s      --  53.648  5    3.648 

5  S ^  5  48.920 

522.682  53.648  5205.664 

(  3.551)  (3.648)(12t.74n 

(19.131)  5   --  (  83.923) 


1  Forward  From 


Sii.730  56,019  55.005 
(l.SliS)  (3.0971  (  912) 
(2.781.)       (2.922)       C.og?) 


Cxhit 

.it  A-2 

LECISUTI 

ve  couNcrL 

Itijei  Inter  in. 

Compared  Wrth 

Vear  Ended  . 

studies  Expendi 
Appropriations 
lune  30.  1981 

al     Energy 
ion  Forecast!' 

Government  f 
ig    Costs 

53.569 

513.003 

)     (2.073) 

(  2.968) 

)     (l.«96l 

(10.036) 

Systems  Affairs 

510,705  56.2I16  sii.978 

(  8.227)  (1.211)  (       91) 

(  2.478)  (5.03I1)  (''.887) 


S!,76l  52.510      565.530 

(     933)  (      93)     (21.5511 

(7.828)  (2.417)     (43.979) 


.  46th  Legi 
■eflected  w 


Iture  5125,000  • 
lin  this  schedu 


LEGISLATIVE   COUNCll 


S65.530 

SI, 581 

SI  .9!2 

515.103 

584.136 

(21.551) 

(1  .936) 

(      69) 

(13,025) 

(1,772) 

(38.413) 

(^3.979) 

5      «15 

(1.853) 

(  1.078) 

51,772 

(45.723) 
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HUGH  A.  McWHOlM  i: H 

CERTIFIED   PUBLIC   ACCOUNTANT 

2l();i  GOLD  HI  sll   \\l 
IIKI.KW.  MOM  \\\  :.')(,(!  I 

American  institute  of  Certified  public  accountants  Phone  406/4d3   i  46  i 

MONTANA   society   OF   CERTIFIED    PUBLIC    ACCOUNTANTS 


Leg  i  s  la  t  i  ve  Audit  Connnittee 
SUite  Cap  i  to! 
He : ena  ,  Montana 


I  hcive  examined  the  financiji  -^LaleiiKTU  ;,  oj'  Tne  Leg  i -i  lat  i  vo  Lo.n.cil 
fyyr    the  year  ended  June  30,  I98I,  and  Hjvl;  ibsued  my  r-porl  thereon 
ojted  Octobe;r  2,  198I.   As  part  of  my  cjxaiiiinat  ion ,  I  made  a  study 
and  evaluation  of  The  Legislative  Council's  system  of  interna! 
accounting  control  lo  the  extent  I  considered  necessary  to  evaluate 
the  system  as  re.:;uired  by  generally  accepted  auditing  standards.   The 
purpose  of  my  study  and  evaluation  was  to  determine  the  nature,  timing;, 
and  extent  of  the  audiiing  procedures  necessary  for  expressing  an 
opinion  on  The  Legislative  Council's  financial  statements.   My  study 
and  evaluation  was  more  limited  than  would  bo  necessary  to  express 
an  opinion  on  the  system  of  internal  accounting  control  taken  as  a 
who  1 e . 

The  management  of  The  Legislative  Council  is  responsible  for  establish  in 
and  maintaining  a  system  of  internal  accounting  control.   in  fulfil.:- 
this  responsibi 1  i ly  estimates  and  judgments  by  management  are  requi,   ; 
to  assess  the  expected  benefits  and  related  costs  of  control  proce. 
The  objectives  of  a  system  are  lo  provide  .management  v;ith  reasonah! 
but  not  absolute,  assurance  that  assets  are  safeguarded  against  ! 
from  unauthorized  use  or  disposition,  and  that  transactions  ar^ 
executed  in  accordance  with  managment's  a'lth.jr  i /a  t  ion  (in^i    recurdeJ 
properly  to  permit  the  preparation  of  financial  statements  in  acco' 
with  generally  accepted  accounting  pr  i  nc  if)  1  es  . 

Because  of  inherent  limitations  in  any  system  of  internal  accounting 
control,  errors  or  irregularities  may  nevertheless  occur  and  not  be 
detected.   Also,  projection  of  any  evaluation  of  the  system  to  future 
periods  is  subject  to  the  risk  that  procedures  n-ay  become  inadequate 
because  of  changes  in  condition^;  or    that  the  degree  of  compliance 
with  the  procedures  inay  deteriorate. 

My  study  and  evaluation  made  for  the  limited  purpose  described  in 
the  first  paragraph  would  not  necessarily  disclose  all  MKiterial 
weaknesses  in  the  system.   Accordingly,  I  do  not  express  an  opinioii 
of  the  system  of  internal  accounting  control  of  The  Legislative  Council 
taken  as  a  whole.   However,  my  study  and  evaluatiors  disclosed  the 
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following  conditions  tinat  I  believe  result  in  more  than  a  relatively 
low  risk  that  errors  or  irregularities  in  amounts  that  would  be  material 
in  relation  to  the  financial  statements  of  The  Legislative  Council  may 
occur  and  not  be  detected  within  a  timely  period. 

I nventor  ies . 


Several  sigificant  publications  (The  Constitutional  Convention,  The 
Montana  Code  Annotated  and  Annotations)  have  been  produced  and  are  currently 
stored  in  Council  facilities  for  either  current  or  future  sales  to  either 
interested  outside  parties  or  other  agencies  of  The  State  of  Montana. 
Although  properly  reflected  within  the  financial  statements  of  The  Council, 
costs  associated  with  quantities  of  books  on  hand  at  any  given  point 
in  time  are  not  reflected  within  SBAS  as  assets.   I   recommend  that 
SBAS  be  amended  to  include  items  of  inventory  held  for  sale.   Concurrent 
with  adopting  this  accounting  change,  a  policy  or  law  should  be  developed 
or  passed  with  respect  to  what  constitutes  cost  for  purposes  of  inventory 
va 1 ua  t  ion . 

With  respect  to  the  i nventor iable  cost  of  publications,  my  review  of 
Legislation  which  authorized  publications  of  the  above  books  revealed 
that  all  of  these  publications  are  to  be  priced  in  such  a  manner  as 
to  recover,  at  a  minimum,  their  cost.   There  was,  however,  one  short- 
coming in  the  Legislation.   Cost  is  not  defined.   For  fiscal  year  I98I 
costs  charged  against  funds  established  for  publications  consisted  exclusively 
of  payments  to  printers  and  other  direct  costs.   in  previous  years  costs, 
for  the  Cons  t  i  t  u  t  i  t)n  Convention,  have  included  some,  but  not  .ill,  costs 
of  the  Legislative  Council  in  developing  this  publication.   Thus  charges 
against  funds  represent,  to  date,  the  culmination  of  certain  inconsistencies. 
Such  a  policy  results  in  pricing  inconsistencies.   In  this  regard,  it 
would  seem  appropriate,  and  i  recommend  that  the  Legislature  define, 
what  costs  are  to  be  included  and  what  costs  are  to  be  excluded  in  estab- 
lishing publication  sales  prices. 

Accounts  Receivable. 


Although  appropriately  reflected  in  the  financial  statements  of  The 
Council,  amounts  due  on  credit  sales  of  publications  are  also  not  reflected 
within  SBAS  as  assets  of  The  Council.   I  recommend  that  the  accounting 
policies   of  The  Council  be  amended  so  that  amounts  due  on  credit  sales 
are  also  reflected  as  assets  of  The  Council  within  SBAS. 

Fixed  Assets. 


A  significant  amount  of  fixed  assets  owned  by  The  Council  is  not  reflected 
within  the  Property  Accounting  Management  (PAMS)  records.   Although 
these  amounts  are   also  properly  reflected  within  the  financial  statements 
of  The  Council,  I  recommend  that  items  currently  excluded  (tables,  chairs 
and  bookcases)  be  included  within  detail  fixed  asset  records  and  control 
accounts  be  adjusted  to  reflect  these  additions. 
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Legislative  Council  Committee  Member  Compensation. 

In  accordance  with  the  provision  of  M.C.A.  5"2-302,  Legislators  who 

serve  on  the  Legislative  Council  are  currently  paid  a  "salary"  during 

the  time  the  Committee  conducts  authorized  Committee  business  while 

the  Legislature  is  not  in  session.   As  a  salary,  this  compensation 

should  be  subject  to  Federal  and  State  income  tax  withholdings, 

F.I.C.A.  and  Workers  Compensation  assessments.   Currently,  taxes  are 

not  being  withheld  from  this  compensation,  nor  are  payroll  tax  assessments 

being  paid.   Of  particular  concern  would  be  the  State's  financial  exposure, 

if  any,  to  the  possibility  of  injury  to  a  Committee  member  while  on  Committee 

bus  iness . 

I  recommend  that  this  compensation  be  treated  the  same  as  compensation 
received  by  Legislators  while  the  Legislature  is  in  session.   As  such, 
all  applicable  taxes  would  be  withheld  and  payroll  assessments  made. 
Concurrent  with  this  change,  it  would  seem  appropriate  for  someone  to 
assess  the  State's  liability,  if  any,  for  previously  unpaid  F.I.C.A. 
and  Worker's   Compensation  assessments. 

It  i  •-.  my  understanding  that  this  observation  has  relevance  to  compensation 
paid  to  members  of  Committees  other  than  the  Legislative  Council. 

These  conditions  were  considered  in  determining  the  nature,  timing, 

and  extent  of  audit  tests  applied  in  my  examination  of  the  198I  financial 

statements  dated  October  2,  I981. 

In  addition  to  the  foregoing  comments,  other  matters  came  to  my  attention 
during  the  course  of  my  examination.   These  matters  are  set  forth  in 
the  paragraphs  which  follows. 

Condition  Of  Accounting  Records 

i  would  consider  myself  remiss  if  I  did  not  cite  the  outstanding  quality 
of  records  maintained  by  Ms.  Connelly  in  support  of  Legislative  Council 
and  Legislature  transactions.   Considering  the  diverse  personalities 
of  the  legislators  with  whom  she  has  to  deal,  I  personally  am  somewhat 
amazed  at  the  outstandng  job  she  has  done  in  documenting  transactions. 
In  short,  1  believe  she  is  to  be  commended  for  a  job  well  done. 

Prior  Audit  Comments 

As  part  of  the  current  year's  examination,  I  reviewed  the  current  status 
of  audit  findings  made  in  connection  v-jith  the  1978  audit.   My  observations 
in  this  area  are  as  follows: 

fixed  asset  records  have  been  established  but  see  current 
year  comment, 
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balance  of  the  revolving  fund  cited  in  the  1978  Report  has 
been  disposed  of,  and 

the  Commission  on  Uniform  State  Laws  is  still  in  need  of  being 
assigned  to  an  agency  for  administrative  purposes. 


I  appreciate  the  opportunity  to  have  made  this  examination  and  believe 
that  my  insights  into  the  functioning  of  State  Government  has  increased 
tremendously  as  a  result  of  this  work.   I  am  further  grateful  for  the 
many  courtesies  extended  to  me  by  the  Executive  Director  of  The  Legislative 
Council  and  her  staff. 


iV.vV-A^'^uMwAw 


October  2,  I98I 
Helena,  Montana 
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November  6,  1981 

AGENCY  RESPONSE 


Inventories.   The  law  (1-11-301,  MCA)  now  states  that  the  Legislative 
Council  is  to  set  the  sales  price  of  the  Montana  Code  Annotated  not  to 
exceed  cost  plus  20%.   It  is  true  that  cost  is  not  defined.   The  198! 
sales  price  oi  the  code  statute  text  included  the  following  costs:   $18 
per  page  for  computerized  typesetter  and  printer  $162,000;  $19.50  per 
page  for  index  $39,000;  25,000  covers  @  23c  $5,750;  cost  of  Legislative 
Review,  included  with  subscription,  $12,200;  boxes  $1,500;  invoices 
$300;  postage  $15,000;  handling  $10,000;  salaries  of  staff  attorneys 
$20,000;  computer  costs  $25,000.   The  only  "costs"  that  are  arbitrary 
are  staff  salaries  and  computer  costs.   They  reflect  a  guess  by  myself. 
Precise  accounting  of  staff  and  computer  time  would  be  difficult  (but 
not  impossible)  because  Council  staff  works  on  a  variety  of  publications 
following  each  session,  including  Constitutional  Convention  Proceedings, 
Combined  Final  Status,  House  Journals,  Senate  Journals,  Session  Laws, 
Legislative  Review,  Directory  of  Interim  Committees,  code  statute  text 
and  and  amendment  notes,  and  annotations. 

Support  staff,  such  as  data  entry  operators  arid  proofreaders,  could 
conceivably  be  working  on  several  of  the  above  publications  on  any  one 
day. 

Just  recently  the  Council  purchased  a  software  program  for  accounting 
for  computer  time  so  accounting  for  computer  time  used  for  any  one 
project  will  be  possible  in  the  future.   However,  I  believe  accurate 
accounting  for  all  staff  time  would  be  very  difficult,  if  not 
impossible,  and  very  time-consuming  in  and  of  itself.   However,  1  do 
agree  that  cost  should  be  more  closely  defined  by  law  so  that  the 
Council  director  would  have  clear  guidelines  to  fol low  when  recommending 
a  sales  price  to  be  set  by  the  Council. 

Accounts  Receivable.   We  will  attempt  to  develop  a  procedure  Lor  posting 
accounts  receivable  to  SBAS ,  at  least  annually. 
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Fixed  Assets.   We  will  group  like  items  and  include  these  fixed  assets 
on  PA^IS  although  at  the  present  time  there  is  no  authority  or  procedure 
for  so  doing.   I  would  hope  the  Department  of  Administration  would  issue 
guidelines  for  including  all  assets  of  an  agency  on  PAMS. 

Council  Compensation.   l.'u  agree  that  the  method  of  reimbursing 
legislators  during  the  interim  is  a  problem  because  of  lack  of 
withholding.   I'm  confident  that  each  of  the  permanent  legislative 
committees  will  discuss  this  and  give  staff  direction  on  how  to  proceed. 
It  appears  that  it  may  mean  a  burden  of  much  additional  paperwork  for 
payroll  clerks  and  probably  will  result  in  each  legislator  receiving  two 
warrants  for  each  meeting,  one  for  salary  and  one  for  expenses.   This 
will  significantly  increase  costs  to  the  state.   We  will  ask  for  advice 
from  Central  Payroll  and  others  on  how  to  remedy  the  situation  in  the 
most  simple  and  ccmvenient  way. 

Cooperation  Appreciated.   I  very  much  appreciate  Mr.  McWhorter's  and 
Miss  Mandeville's  pleasant  demeanor  and  willingness  to  spend  much  extra 
time  looking  at  the  many  Council  records  that  are  not  on  SBAS  or  PAMS. 
I  also  appreciate  their  willingness  to  discuss  and  most  affably  resolve 
some  misunderstandings  that  existed  during  the  first  phase  of  the  audit. 


)iana  S.  Dowling 
Executive  Director 


DSDree 


(21) 


